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(o | Disclaimer MICPA

MALAY S 1A

Any analysis, commentary, guidance and / or statement made by MICPA are solely
statements of views based on information and guidance obtained from sources which
MICPA believes to be reliable and therefore, shall not be taken as a statement of fact
under any circumstance. MICPA does not and is in no position to independently verify
the truth and accuracy of the information and guidance contained in today’s
engagement session and shall not be responsible for any error or omission or for the
loss or damage caused by, resulting from or relating to the use of such information.
Neither MICPA, its task force nor its employees, give any express or implied warranty,
including, but not limited to, any warranty as to the accuracy, completeness,
merchantability, or fitness for any particular purpose or use of any such information.
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(3 | FSRC Observation 2024

To achieve high quality financial reporting, the
MICPA highlights the observations arising from
the review of audited financial statements of
public listed companies for members' attention.

We encourage members to avoid these
observations and strive to achieve a higher
quality level of financial reporting that are
expected of professional accountants.

MICPA

MALAYSIA

Presentation of
Financial Statements

Financial Instruments

Revenve

Investment in Associates
and Joint Ventures

Impairment of Assets
Investment Properties

Unutilised Tax Losses

Financial Guarantee
Contracts

Statement of Cash Flows

Earnings Per Share
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G Presentation of Financial Statements |:||:|[|




(3 ‘ Our Observation & Disclosure Example

Presentation
of Financial
Statements

®

MICPA

MALAYSIA

Omission of the recognition or reversal of the impairment
loss on financial asset and contract asset as a line item in

the statement of profit or loss

Consolidated statement of profit or loss

Note

Continuing operations

Revenue from contracts with customers 3
Cost of goods sold

Cost of providing services

Gross profit

Distribution costs

Administrative expenses

Net impairment losses on financial and contract

assets 12(c)
Other income 5¢@)
Other gains/(losses) — net 5(b)

Operating profit

2023

2024 Restated *
CcuU’'000 CuU’000
197,659 161,604
(76,992) (65,759)
(25,447) (18,288)
95,220 78,157
(35,794) (29,221)
(17,897) (14,611)
(849) (595)
11,348 12,033
4,593 (671)
56,621 45,092



(o ‘ Our Observation MICPA

MALAYSIA

G Retention sums presented as non-current assets/liabilities
Presentation for Property development and Construction companies
of Financial

Statements @ Amount due from subsidiaries arising from intra-group loans
classified as current assets, despite the outstanding amount
remaining unchanged from the comparative year.

f—  TTTTTTTTmTmTTTTTTTTN = T TTTTTTTTTTTTTTTTTN

E Paragraph 66 of MFRS 101 i Paragraph 69 of MFRS 101

e J e e e e J

An entity shall classify an asset as current when: An entity shall classify a liability as current when:

(a) it expects to realise the asset, or intends to sell (a) it expects to settle the liability in its normal
or consume it, in its normal operating cycle; operating cycle;

(b) it holds the asset primarily for the purpose of (b) it holds the liability primarily for the purpose of
trading; trading;

(c) it expects to realise the asset within twelve (c) the liability is due to be settled within twelve
months after the reporting period; or months after the reporting period; or

(d) the asset is cash or a cash equivalent (as (d) it does not have the right at the end of the
defined in MFRS 107) unless the asset is reporting period to defer settlement of the
restricted from being exchanged or used to liability for at least twelve months after the
settle a liability for at least twelve months after reporting period.

the reporting period.



(o ‘ Our Observation MICPA

MALAYSIA

a Retention sums presented as non-current assets/liabilities
Presentation for Property development and Construction companies

of Financial

Statements S S S S

An entity shall classify an asset as current when it expects to realise the asset, or intends to
sell or consume it, in its normal operating cycle.

o= ——————

i Paragraph 69(a) of MFRS 101 !

An entity shall classify a liability as current when it expects to settle the liability in its
normal operating cycle.



(o ‘ Our Observation MICPA

MALAYSIA

G @ Amount due from subsidiaries arising from intra-group
— loans classified as current assets, despite the outstanding
resentarion o o o

of Financial amount remaining unchanged from the comparative year.
Statements == Fo—--mmmmmmmm e

Classification of intra-group loans as either current or non-current should be
determined based on paragraph 66(c) of MFRS 101 rather than the demand
feature of such intra-group loans.

——————————————————————————————————————————

An entity shall classify an asset as current when it expects to realise the asset within
twelve months after the reporting period.



MALAYSIA

(3 ‘ Our Observation & Disclosure Example MICPA

G @ Omission of disclosure of qualitative and quantitative data
. regarding capital management

Presentation

of Financial A = !

Statements i Paragraphs 135(a)(i) and (b) of MFRS 101;

6. Capital Management

135(a)(i) of MFRS For the purpose of the Group's capital management, capital includes issued capital, convertible

101 preference shares, share premium and all other equity reserves attributable to the equity holders of
the parent. The primary objective of the Group’s capital management is to maximise the shareholder
value.

A description of

The Group manages its capital structure and makes adjustments in light of changes in economic

what it conditions and the requirements of the financial covenants. To maintain or adjust the capital
Manages as structure, the Group may adjust the dividend payment to shareholders, return capital to shareholders
capital or issue new shares. The Group monitors capital using a gearing ratio, which is ‘net debt’ divided by

total capital plus net debt. The Group’s policy is to keep the gearing ratio between 20% and 40%. The
Group includes within net debt, interest bearing loans and borrowings, trade and other payables, less
cash and short-term deposits, excluding discontinued operations. The Group has established a
supplier finance arrangement to manage its working capital. See Note 21.5 and Note 30 for further
details.



(3 ‘ Our Observation & Disclosure Example MICPA
(Cont’'d)

G @ Omission of disclosure of qualitative and quantitative data
° ° 4
regarding capital management (Cont’'d)
P;er.en’rqt.loln 2024 2023
Oor Financia €000 €000
Interest-bearing loans and borrowings other than
convertible preference shares (Note 21.2) 22,201 23,811
Trade and other payables (Note 30) 16,969 20,023
Less: cash and short-term deposits (Note 24) (17,528) (14,9176)
Net debt 21,642 28,918
135(h) Of MERS ey Oy Sy Sy SR
35(b)18; JAUAE Convertible preference shares (Note 21.2) 2,778 2,644 :
Equity 58,357 45,102 :
_Total capital 61,135 47,746 ;
Capital and net debt 82,777 76,664
Summary Gearing ratio 26% 38%

guantitative
data about what
it manages as
capital
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MALAYSIA

(o ‘ Our Observation

a @ Lack of clarity on the nature and the reasons for the

reclassification made to comparative amounts
Presentation

of Financial
Statements

Have you disclosed?

(a) (b) (c)

- TN
L .

The amount for each

The nature of the

reclassification

W

item or class of item that

\lsreclassmed/

The reason for the

reclassification

W
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a Financial Instruments ‘\\&




MALAYSIA

(o ‘ Our Observation MICPA

a Lack of disclosure on how forward-looking information
was incorporated into the determination of ECL

Financial = /(07T T T T T T T T T T T i

Instruments . Paragraph 35G(b) of MFRS 7 E

1
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sl [N , MICPA
(e ‘ Disclosure Example (Cont’d) T

Q Lack of disclosure on how forward-looking information

was incorporated into the determination of ECL (Cont'd)
Financial
Instruments 12 Financial risk management

12(c) Credit risk

(iii) Impairment of financial assets

Trade receivables and contract assets

(...)

The expected loss rates are based on the payment profiles of sales over a period of 36
months before 31 December 2024 or 1 January 2024 respectively, and the corresponding
historical credit losses experienced within this period. The historical loss rates are adjusted
to reflect current and forward-looking information on macroeconomic factors affecting the
ability of the customers to settle the receivables. The group has identified the GDP and the
unemployment rate of the countries in which it sells its goods and services to be the most
relevant factors, and accordingly adjusts the historical loss rates based on expected changes
in these factors.



(o ‘ Our Observation

Financial
Instruments

investments

MICPA

MALAYSIA

Lack of explanation for the choice in presenting equity

ii. Insufficient details provided on derecognition of equity
instruments measured at FVTOCI

The reason for disposing

of the investment

w

The fair value of the
investment at the date of

The cumulative

derecognition

w

gain/(loss) on disposal

w



(3 ‘ Disclosure Example MICPA

Q i. Lack of explanation for the choice in presenting equity
investments (Cont'd)

Insufficient details provided on derecognition of equity

instruments measured at FVTOCI (Cont'd)

21. Financial assets and financial liabilities
21.1 Financial assets

Financial
Instruments

the Group considers these investments to be strategic in nature.

In 2024, the Group sold its equity interest in Electronics Supplier Ltd. as this investment no
longer coincides with the Group’s investment strategy. The fair value on the date of sale is
€50,000 and the accumulated gain recognised in OCI of €7,000 was transferred to retained
earnings. In 2024, the Group received dividends in the amount of €3,000 from Power Limited.

11B of MFRS 7

Equity instruments designated at fair value through OCI include investments in equity shares
11A(b) of MFRS 7 of non-listed companies. The Group holds non-controlling interests (between 2% and 9%) in
these companies. These investments were irrevocably designated at fair value through OCI as




3 ‘ Our Observation & Disclosure Example MICPA
(Cont'd)

Q @ Omiission in disclosing how significant changes in the gross
carrying amount of financial instruments contributed to

Financial changes in the loss allowance

Instruments

The following significant changes in the gross carrying amounts of trade receivables
contributed to the changes in the impairment loss allowance during 2024:

—* the growth of business in [Countries A, B, X and Y] resulted in increase in trade
receivables of EUR 4,984 thousand (2023: EUR 2,356 thousand) and EUR 4,556
thousand (2023: EUR 2,587 thousand) respectively in and increase in impairment
allowances of EUR 30 thousand (2023: EUR 14 thousand) and EUR 44 thousand (2023:
EUR 23 thousand) respectively;

* increase in credit-impaired balances in [Countries D and Z] of EUR 143 thousand (2022:
EUR 98 thousand) resulted in increase in impairment allowances of EUR 47 thousand
(2022: EUR 44 thousand); and

~— e qa decrease in trade receivables of EUR 3,970 thousand attributed to the Packaging
segment, which was sold in February 2024 (see Note 7), resulted in a decrease in the
loss allowance in 2024 of EUR 25 thousand.
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(3 ‘ Our Observation MICPA

° Insufficient disclosures pertaining to performance
obligations for contract with customers

Revenue = = o

———————————————————————————————————————

Have vou disclosed?

» When the entity typically satisfies its performance obligations
» The significant payment terms
» The nature of the goods or services that the entity has promised to transfer

» Obligations for returns, refunds and other similar obligations

» Types of warranties and related obligations



(s ‘ Disclosure Example S

e Insufficient disclosures pertaining to performance
obligations for contract with customers (Cont’'d)
Revenue Disclosure Example

4. Revenue from contracts with customers continued
4.4 Performance obligations

Information about the Group’s performance obligations are summarised below:

Fire prevention equipment
119(a) & (b) of The performance obligation is satisfied upon delivery of the equipment and payment is generally due within
MERS 15 30 to 90 days from delivery.

The performance obligation to deliver fire prevention equipment with a manufacturing lead time of two years
119(b) & (c) of has two alternative payment options. The customer can pay the transaction price equal to the cash selling

MFRS 15 price upon delivery of the equipment or pay a lower transaction price upon signing the contract. There is a
significant financing component for those contracts where the customer elected to pay in advance.

In some contracts, a one-year warranty beyond fixing the defects that existed at the time of sale is provided to
119(e) of MFRS customers. The warranty is accounted for as a separate performance obligation and a portion of the

15 transaction price is allocated. The performance obligation for the warranty service is satisfied over the
coverage period based on time elapsed.




(s ‘ Our Observation S

° Insufficient disclosure on remaining PO

1 R !
Revenue i Paragraph 120 of MFRS 15 i
)

—————————————————————————————————————————————————————————————————————

i The aggregate amount of the transaction price allocated to
! the PO that are unsatisfied (or partially unsatisfied) as of the
E end of the reporting period

—————————————————————————————————————————————————————————————————————

1
|
An explanation of when the entity expects to recognise as i
revenue, by way of either: :

|

—————————————————————————————————————————————————————————————————————

Quantitative basis Qualitative
— time band information



(3 ‘ Disclosure Example

e Insufficient disclosure on remaining PO (Cont'd)

Revenue . e o : , ,
The following table shows unsatisfied performance obligations resulting from fixed-price

long-term IT consulting contracts:
2024 2023
Ccu’'000 Ccu’'o000
Aggregate amount of the transaction price allocated to long-term
IT consulting contracts that are partially or fully unsatisfied as at
37 December 8,881 -

120(a) of MFRS 15

Management expects that approximately 60% of the transaction price allocated to unsatisfied
performance obligations as of 31 December 2024 will be recognised as revenue next year
(CU5,328,000). The remaining 40% (CU3,553,000) will be recognised in 2026. The amount
disclosed above does not include variable consideration which is constrained.

120(b)(i) of MFRS 15

All other IT consulting contracts are for periods of one year or less, or they are billed based on
120(b)(ii) of MFRS 15 time incurred. VALUE Plc does not disclose the transaction price allocated to these unsatisfied
contracts.

MICPA

MALAYSIA
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a Investment in Associates and Joint Ventures i




(3 ‘ Our Observation & Disclosure Example

° @ Insufficient disclosure in relation to nature of the entity’'s
relationship with joint arrangement and associate that is

Investment in material to the entity

associates and
joint ventures

Name of Place of % of
Entity business/country ownership
of incorporation

% %
Big Hide France 15 15
Pet SA
Cuddly Oneland 35 35
Bear Plc
Squirrel Oneland 40 40
Ltd

Immaterial associates (iv)
Total equity-accounted investments

Nature  of

relationship

Associate (1)
Associate (2)

Joint
Venture (3)

Measurement
method

Equity method
Equity method

Equity method

Quoted fair value

2024
CU000
585

495

_*

2023
CU000

560

505

_*

MICPA

MALAYSIA

Carrying amount

2024 2023
Cu000  CU'000
568 540
492 490
2,340 1,900

375 345
3,775 3,275




2 ‘ Our Observation & Disclosure Example MICPA
(Cont'd)

° @ Insufficient disclosure in relation to nature of the entity’s
relationship with joint arrangement and associate that is

Investment in material to the entity(Cont’'d)

associates and

joint ventures (1) Big Hide Pet SA is a manufacturer of specialised furniture for the hospitality

industry, including cafés and restaurants. Its product range complements the
group’s commercial furniture range and provides access to markets not previously
serviced by the group.

(2) Cuddly Bear Plc develops residential land. It is a strategic investment which utilises
the group’s knowledge and expertise in the development of residential land but at
the same time limits the group’s risk exposure through a reduced equity holding.

(3) Squirrel Ltd distributes computer software to wholesale customers in the Oneland
market. It is a strategic investment for the group which complements the services
provided by the IT consulting segment.

*  Private entity — no quoted price available.



(o ‘ Our Observation MICPA

MALAYSIA

° Omission in disclosing Summarised Financial Information
for material joint ventures and associates

Investment in e A

associates and : Paragraph B12 of MFRS 12 :

joint ventures e E L E

Have vou disclosed?

For associates and joint ventures that are material to the reporting
entity

» The dividends received

» summarised financial information of the material associate and joint
venture such as current and non-current assets, current and non-current
liabilities, revenue, profit/(loss) from continuing operation, post-tax
profit/(loss) from discontinued operations, other comprehensive income
and total comprehensive income



(3 ‘ Disclosure Example MicPA

Omission in disclosing Summarised Financial Information
° for material joint ventures and associates (Cont'd)

InveSi.rnent in Disclosure Example
associates and 24. Equity-accounted investees (continued)
joint ventures B. Associates

The following table summarises the financial information of Papyrus as included in its own financial
statements, adjusted for fair value adjustments at the acquisition and differences in accounting policies. The
table also reconciles the summarised financial information to the carrying amount of the Group’s interest in
Papyrus. The information for 2023 presented in the table includes the results of Papyrus for the period from
1 January to 31 December 2023. The information for 2024 includes the results of Papyrus only for the
period from 1 January to 31 March 2024, because Papyrus became a subsidiary on 31 March 2024.

In thousands of euro 2024 2023
Percentage ownership interest 25% 25%
Non-current assets - 1,280
Current assets - 1,975
Non-current liabilities - (1,087)
Current liabilities - (324)
Net assets (100%) - 1,844




(e ‘ Disclosure Example (Cont'd)

Omission in disclosing Summarised Financial Information
for material joint ventures and associates (Cont'd)

Investment in
associates and
joint ventures

MICPA

MALAYSIA

Group’s share of net assets (25%) - 4617
Elimination of unrealised profit on downstream sales - (8)
Carr__yin_g amount of interest in associate - 453
Revenue /7,863 19,874
Profit from continuing operations (100%) 271 857
Other comprehensive income (100%) (408) (552)
Total comprehensive income (100%) (137) 305
Total comprehensive income (25%) (34) 76
Elimination of unrealised profit on downstream sales (1) (1)
Group's share of total comprehensive income (33) 75
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(o ‘ Our Observation MICPA

MALAYSIA

e Insufficient disclosure of information relating to the

Mot recoverable amount of CGU containing goodwill or

mpairment . . . . o o . .

of Assets intangible asset with indefinite useful life measured using
VIU

Have ou disclosed?

For CGUs with goodwill or intangible asset with indefinite useful life:

» each key assumption on which management has based its cash flow projections
for the period covered;

» a description of management’s approach to determining the value assigned to
each key assumption;

» the period over which management has projected cash flows, and when the
period is greater than five years, an explanation of why that longer period is
justified;

» the growth rate used; and

» the discount rate used.



(3 ‘ Disclosure Example MICPA

O ®

Impairment
of Assets

134(d)(i) of

MFRS 136

IRZIGI RN
of MFRS 136

MALAYSIA

Insufficient disclosure of information relating to the
recoverable amount of CGU containing goodwill or

intangible asset with indefinite useful life measured using
VIU (Cont'd)

Disclosure Example
22. Intangible assets and goodwill
C. Impairment test

iii. Impairment testing for CGUs containing goodwill

Timber Products
The key assumptions used in the estimation of value in use were as follows.

In percent 2024 2023
Discount rate 9.6 10.0
Terminal value growth rate 1.8 2.0

Budgeted EBITDA growth rate (average of next 5 years) 8.0 9.0




MALAYSIA

(3 ‘ Disclosure Example (Cont'd) MICEA

a Insufficient disclosure of information relating to the

recoverable amount of CGU containing goodwill or
intangible asset with indefinite useful life measured using
VIU (Cont'd)

134(d) i) of The discount rate was a pre-tax measure based on the rate of 10-year government bonds
MERS 136 issued by the Government in the relevant market and in the same currency as the cash flows,
adjusted for a risk premium to reflect both the increased risk of investing in equities generally
and the systematic risk of the specific CGU.

I=REHI) o Five years of cash flows were included in the discounted cash flow model. A long-term growth
MEFRS 136 : . . . .
rate into perpetuity has been determined as the lower of the nominal gross domestic product
(GDP) rates for the countries in which the CGU operates and the long-term compound annual
EBITDA growth rate estimated by management.

Impairment
of Assets

134(d)(ii) of Budgeted EBITDA was based on expectations of future outcomes taking into account past
MFRS 136 experience, adjusted for anticipated revenue growth. Revenue growth was projected taking
into account the average growth levels experienced over the past five years and the
estimated sales volume and price growth for the next five years. It was assumed that sales
prices would grow at a constant margin above forecast inflation over the next five years, in
line with information obtained from external brokers who publish a statistical analysis of
long-term market trends.
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a Investment Properties EHHE




R ‘ Our Observation and Disclosure Example MICPA

e Inadequate disclosures relating to amount recognised in
profit or loss for investment properties

Investment T oon Uitttk sttty !

Properties i Paragraph 75(f) of MFRS 140 i

T i i )

8 Non-financial assets and liabilities
8(c) Investment properties
(i) Amounts recognised in profit or loss for investment properties

2024 2023
CU’'000 cu’ooo
Rental income from operating expenses 6,180 5,165
Direct operating expenses from property that generated rental
(ncome (807) (606)
Direct operating expenses from property that did not generate
rental income (903) (503)
Fair value gain recognised in other gains/(losses) 1,350 1,397



FSRC Observation 2024 MICPA

a Unutilised Tax Losses
A

N




MALAYSIA

(3 ‘ Our Observation and Disclosure Example ~ MICPA

0 Omission of disclosure of expiry date(s) of the unutilised
tax losses

Unutilised e LR LR PR PR PR :

Tax Losses i Paragraph 81(e) of MFRS 112 i

The amount (and expiry date, if any) of deductible temporary differences, unused tax
losses, and unused tax credits for which no deferred tax asset is recognised in the
statement of financial position shall be disclosed separately.

17. Income taxes
Unrecognised deferred tax assets
Deferred tax assets have not been recognised in respect of the following items:

Group
2023 2022
RM’000 RM’000
Unabsorbed capital allowances 15,000 29,000
Unutilised tax losses 92,000 60,800
Other temporary differences 51,660 37,900

Total 158,660 127,700




(o ‘ Our Observation and Disclosure Example  MICPA
(Cont'd)

a @ Omission of disclosure of expiry date(s) of the unutilised
tax losses (Cont'd)

Unutilised = e e
Tax Losses | Year of expiry of unutilised tax losses is analysed as follows: E
| |

i Expiring in 2029 20,000 16,400 E

81(e) of MFRS | Expiring in 2030 6,700 7,400 :

112 | Expiring in 2031 19,000 11,300 !

| Expiring in 2032 15,7100 7,500 !

| Expiring in 2033 31,200 18200 |

L Total 92,000 60,800 |

The unabsorbed capital allowances and other deductible temporary differences of
the Group are available indefinitely for offsetting against future taxable profits of
the respective entities within the Group, subject to tax laws and guidelines issued by
the tax authority enacted at the reporting date.

Deferred tax assets have not been recognised by the Group in respect of these items
as it is not probable that taxable profits of its subsidiaries would be available against
which these items could be utilised.
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=
c Financial Guarantee Contracts
o




(3 ‘ Our Observation and Disclosure Example

° @ Issuer of financial guarantee contracts
Financial e .
Guarantee I . §
Contracts i Which standard? ;
! I
a4k A ~ /ﬁ
L L
MFRS 137
Provisions, Contingent MFRS 9 MFRS 17
Liabilities and Financial Instruments Insurance Contracts

Contingent Assets

-

Paragraph
2.1(e)(iii) of
MFRS 9

——————————————————————

Paragraph
= 7(e) of
MFRS 17

——————————————————————

MICPA

MALAYSIA
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Q Statement of Cash Flows E




(3 ‘ Our Observation MICPA

° @ Inappropriate classification of:
i. changes in banker’s acceptance as operating activities, and
Statements li. proceeds received from issuance of shares to NCI as investing

of Cash Flow activities

Operating Activities

» the principal revenue-producing activities of the entity and other activities that
are not investing or financing activities.

Investing Activities

» the acquisition and disposal of long-term assets and other investments not
included in cash equivalents.

Financing Activities

» activities that result in changes in the size and composition of the contributed
equity and borrowings of the entity
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@ Earnings Per Share @




(3 ‘ Our Observation & Disclosure Example MICPA

MALAYSIA

Q @ Omission of Disclosure of Diluted Earnings Per Share on
: the face of the Statement of Profit or loss and Other
';::“S'L‘g:e Comprehensive Income when there are no dilutive

potential ordinary shares

Have you disclosed?
Basic EPS Diluted EPS




THANK YOU

MICPA

MAL AY SITA

OJONONOXGRO),

15 Jalan Medan Tuanku,
50300 Kuala Lumpur
+03- 2698 9622
technical@micpa.com.my
fb.com/themicpa

@themicpa

@themicpa
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